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Introductron 

Just as the Armageddon clock at Northwestern Umversrty was poised seconds from nuclear 

wmter, an epochal change swept the cold war world The fierce, maniacal Sovret bear suddenly lay 

down hke a lap dog, pantmg wrth belly exposed and eyes begging for entrance mto the warm house of 
2 

free enterprrse 

In response to thus upwellmg m world order, the Clinton Admmrstratron reshaped natronal . 

securny strate-gy m order to engage the world’s nattons and enlarge the commumty of democracres 

Central to the Admmrstratron’s strategy of engagement and enlargement 1s expandmg the global 

marketplace Intertwmmg the economies of the world 1s aimed at pacrfymg the planet by reducmg the 

utrlny of the mrhtary mstrument of foreign pohcy A key prrorny m the Admmutratron’s foreign pohcy 

1s to stabrhze and transform Russia’s economy m order to avoid another Armageddon death watch 

Just a few years ago rt was mconcervable that a US vendor of high-tech, war transferable wares 

could do busmess wnh the Soviet evil empire, but the new national security strategy not only beats our 

swords mto plowshares, but rt then sells them to our former adversary One case IS the pending sale of 

US-builtJet engmes and avionics to Russra for the Ilyushm Desrgn Bureau’s IL96M, then first 

commercral Jumbo Jet From a natronal security pohcy perspective, the venture 1s vital to bolstering 

Russmn stab&y All that 1s required to pluck this htstorrcally ripe opportumty 1s for the Export-Import 

Bank of the United States to provide a loan guarantee for the $1 brlhon deal 

A decrsron to consummate the loan guarantee seems simple enough, being both rational and 

synchronized wrth the Clinton Admmrstratron’s national securrty strategy However, competmg interests 

m the pubhc bureaucracy precludes a rational decrsron purely to advance national securrty Interests This 

paper examines how action on a national securrty Issue IS affected by competmg Interests m and around 

the government bureaucracy To this end, the paper analyses Pratt and Whitney’s loan guarantee request 

The analysis 1s made m the context of Graham T Alhson’s bureaucratrc pohtrcs model to show that 

pohcy IS a product of compromrse resultmg from competmon among orgamzatrons, rather than a product 
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of monolrthrc decisron makers Frrst, the paper describes Alhson’s bureaucratrc pohtics model Next, 

the story of the Pratt-Illusron venture IS unfolded to inspect the players who took an active interest in the 

outcome The paper then offers several observatrons, conclusrons, and lessons from the case at hand 

concerning the effect of bureaucratrc polmcs on natronal security interests 

The Bureaucratic Polttrcs Model 

Like the Clausewrtz drctum that in war “smple thmgs are drfficult,” Graham Allison presents a 
-. 

parallel for the peaceful workmgs of the public bureaucracy A simple decrsron to provide a loan 

guarantee 1s drfficult Alhson explains that orgamzatronal leaders who provide pohcy for such decisions +, 

are not a monolrthtc group but separate players m a competrtrve game Theu behavior produces 

outcomes m bargaining games Pohcy 1s therefore not the product of ratronal decrsron makmg but rather 

the result of compromrse, coalmon, confitsron, and competrtton Importantly, the players are not unified 

by a single set of arms Instead then behavior varies accordmg to mdrvrdual conceptrons of national, 

orgamzatronal, and personal goals (69) Morton Halperm explains that organizational self-interest 

dominates behavror In negotratrons among orgamzatrons, each prefers an agreement which allows rt to 

pursue its own interests even rf the pohcy outcome is mefficrent or uncoordmated. (Halperm 53) Finally, 

A&son pomts out that the players are also people Each player comes to the table with baggage, 

mcludmg sensitrvrties, commrtments, personal standmg, and debts All influence bargammg and the 

blend of pohcy comprtsmg the outcome (Allison 72) 

As we now turn to our case analysrs, the background drscussron searches for the elements of the 

Allison Model In order to understand the bureaucratic polmcal nature of the outcome, each player’s 

posmon 1s rllummated according to six categories of related interests nattonal security, domestic 

economrc, busmess, labor, exrstmg pohcy, and polmcal 

Background on the Pratt-Ilyushm Venture 

Westemrzatron of the Russian arrcraft industry began m 1989 durmg the period of Glasnost prior 

to the collapse of the Soviet Union Armand Hammer gathered a team of experts to ad\ rse the Russmns 
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They began with the IL-96M, an Ilyushm Design Bureau proJect to produce a commerctal JUInbOJet 

t 

Although Russian airframe design and mtegratton are generally good, engme and aviomcs technology 1s 

not In 1991, Pratt and Whrtney, a US engme producer, Joined the venture after competitively drsplacmg 

Brrtrsh producer Rolls-Royce Soon after, Rockwell Collms, another US company, signed on to provide 
2 

avromcs At that time, Aeroflot Russtan International Arrlmes signed for 20 of the IL-96M aircraft 

(Due, 166) In 1992, after Pratt reaffirmed its commrtment to the venture, the IL-96M venture became 
‘t- > 

’ one of the most vrsrble signs of expanding opportumttes for Western aerospace companies m the CIS 

(Lenorovrtz) The durable venture survtved Russian economrc and constnutronal crises 

In October 1994, on behalf of approxrmately 20 US providers to the proJect, Pratt apphed to the 

Export Import Bank of the United States (Ex-Im Bank) to guarantee a S 1 brlhon loan for Aeroflot’s 

purchase of the IL-96M Although the Err-Im Bank was set to decrde m April, strong opposmon by 

Boeing placed the decrsron m hmbo The US arrcraft manufacturer complamed that the loan guarantee 

would help produce an Airbus-like r-11 al m Russia Ex-Im Bank felt rt needed outside analysrs to make 

an mformed decrsron and asked the Satronal Economrc Counctl to revrew the case (Blishen 10) Smce 

c April, the National Economrc Council (NEC) has functioned as an mteragency broker to produce pohcy 

to gmde Ex-Im Bank’s dectsron During this time, the pohcy was chiseled mto a compromrse, but not 

before new condmons wedged mto the negotratrons Presently, Vice President Gore is negotratmg wrth 

the Russtan Prime Minister to resolve trade issues on behalf of Boeing m order to obtain a pohcy on the 

loan guarantee acceptable to all players m the game 

Analyzmg the Drama Three Acts and Many Actor-Players 

In order to examme the workings of bureaucratic polltrcs m thus case, this analysis divides the 

competrtron for shaping a pohcy to gmde Ex-Im Bank’s decrsron mto three acts or phases Phase one 

began with the Pratt loan guarantee request to Ex-Im Bank m October 1994, and rt ended when the 

interagency process mformally led by the US Trade Representatrve (USTR) failed to produce a pohcy 

consensus Thus occurred when USTR took a sudden hard lme against the loan guarantee m March 1995 
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Here, phase two began as the NEC became the honest broker over Interagency negottatrons The third 

phase began around October 1995 comcrding with an agreement to grant the loan guarantee with 

unresolved quallficatrons In thus phase, the Vrce President pursued certain concessrons from the Russmn 

Prime Minister m order to satisfy Boeing and reach an acceptable outcome on the pohcy Phase three 
d- 

continues to the present as final negotratrons are underway 

Act I. Actor-Players and therr Interests , 
f \ 

At the point where Pratt sought the loan guarantee, ten key players took an actrve interest m the ’ 

venture Frost, Pratt and Boeing held private busmess Interests. Next, Ex-Im Bank’s mterest was $1 n 

dominated by rts charter to foster US exports, but it was constramed by prevrous pohcy guidance 

mdnectly related to the Pratt-Ilyushm deal Both the State Department and the Natronal Securny Councrl 

held strong mterests from therr natronal securny/forergn policy perspectrve Al&rough a mmor player m 

this issue, the Defense Department had a related national securrty interest m supportmg the venture The 

US Commerce Department and USTR played for domestic economrc mLerests, -hat IS, advancmg US 

economrc interests through the expansion of mtemational trade and the openmg of a potential market m 

Russta Finally, two chapters of the International Associatton of Machmrsts (IAM) held competing labor 

Interests 

T fi attonal Securrtv Interests 

The posmon of the NSC and State was deeply rooted in the Admmrstratron’s National Securny 

Strategy of Engagement and Enlargement. The strategy document signed by President Clmton states, 

“All of Amertca’s strategic interests are served by enlarging the commumty of democratrc and free 

market nations ” (22) The strategy mamtams that “Russia IS a key state m this regard” and that “ we 

serve our own prosperrty and our security by helpmg new market reforms m the new democracres m 

Europe’s East ” (27) The global economrc drmensron of Clinton’s strategy permeates the document as 

a lmeament for all global 111s mcludmg stab&y, trust, prosperrty, human rights, and environment 

Accordmgly, h-SC and State enthusiastrcally supported the loan guarantee They beheved the venture 
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would help stabilize the Russian economy through the survtval of high-technolo,y mdustrres that have 

strong export potentral for Russia The deal would also play a role m Russra’s transrtron from a state- 

controlled economy (Sparaco 3 4) 

Although not a major player m this case, the Defense Department supported the venture as 
2 

having tw 
H 

o addrttonal benefits to national security Frrst, as defense busmess plummeted for US engine 

producers, Defense was Interested m the vrabthty of the industrial base, in this case its providers of , 
91 

, 

engines and avromcs for combat ancraft Secondly, Defense saw international sales as necessary to 

reduce research, development, and production costs Most rmportant was the C- 17 engme program The 11~ 

C-17 engme 1s nearly Identical to the PW2337 engme destmed for the IL-96M venture The defense 

department was buying the remammg engine contract for rts C-l 7 program, and Pratt’s busmess with 

Russia would reduce unit cost to the C- 17 program Also, the Russian deal would keep the productron 

lme open longer m the event more C- 17s were procured m the future (Interviews A, B, and C) 

Business Interests 

In actuahty, Pratt represented approxrmately 20 US companies providmg components for the IL- 

96, but Pratt’s dollar share in the deal was nearly half From a strategic busmess perspectrve, Pratt took 

the mttlatrve and nsk since 1989 to wedge open a door to Russia The short-term benefit was a half 

b&on dollars, but Pratt managers vrewed the IG96M venture as a first step toward an extensive 

penetratron of the Russnur./CIS market (Lenorovrtz 20) The potential of the market 1s substantral 

Estrmates showed that nearly 80 percent of medmm and long haul transports operated by former Sovret 

arrlmes exceeded then servrce hfe Data from Russia’s State Research Instrtute of Crvrl Aviation showed 

that 50 percent of the Soviet-built operational fleet should be retrred by the year 2000 (Rybak 3 1) 

Consequently, busmess opportumty drove Pratt’s interest 

On the other hand, Boemg was vehemently against the loan guarantee for the sake of rts own 

business interests Boemg saw the loan guarantee as helpmg to create a foreign competrtor m the Image 

of Aubus Anbus 1s a heavily subsrdtzed manufacturer that caught Boemg off guard when rt rose to the 
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rank of global competrtor m a fractron of Boemg’s corporate ltfetrme Boeing pointed to the fact that the 

IL-96M would compete drrectly wnh Boeing’s 767 and 777 market niche at approximately half the cost 

of Boeing Jets. (US Anfi-amers 41) 

Ex-Im Bank Charter and Exrstmg Policy Interests 

The Ex-Im Bank operates as an mdependent agency and can grant or deny the loan guarantee 

w&out outsrde consultation Durmg phase one of this analysis, the bank was m favor of grantmg the \ 
L. \ 
‘5 

loan guarantee as a natural output of its orgamzatronal charter--to promote US exports Because of the 

Russran economy, loan guarantees are essential for companies that want to secure financmg for projects ?I” 

m Russra (Blahen 11) 

However, several factors motivated the bank to deliberate the matter at length Fnst, Boeing’s 

complamts caused a dilemma m what was good for Pratt’s exports today were bad for Boemg exports m 

the future Naturally, Pratt argued the reverse. Secondly, a roughly parallel argument concerning 

American jobs came from labor Interests (Remez) Thirdly, the Bank considered Boemg a strategic US 

industry drrftmg toward a natural monopoly, and the trend should be protected (Intervrew D) The final 

factor was esrstmg pohcy that prevented the Bank from supportmg foreign-built au-frames that contam 

US components Thus pohcy 1s referred to as the Airbus pohcy, established m the 1970’s to help Boeing 

compete with the heavily subsrdtzed Anbus Although the Bank drdn’t beheve the Atrbus pohcy applied 

to the loan guarantee, the opposmg corporate perspectrves motivated the Bank’s board to examme the 

apphcabrhty of the Arrbus pohcy through an interagency review (Interview D and E) 

Domestic Economrc Interests 

Commerce and USTR quickly endorsed the loan guarantee Shortly afterward m November 

1994, Commerce led the way m media-bhtzmg the venture by stagmg a vrsrt of the prototype IL-96M to 

Andrews An Force Base In opening remarks at the ceremony, the Deputy Secretary of Commerce 

called the Russian-US venture an hrstorrc partnershrp “ one example of the Admmrstratron’s 

commrtment to creatmg a new market opportumty for both US and Russran Industry ” (Russia 33) The 



Stutzriem 7 

i 

support of Commerce and USTR was consistent with theu organrzatronal mlsslon and associated strategy 

of increasmg mternatlonal trade as a means to Increase US economic prosper@ and global 

competitrveness. (Intervrew D) 

Labor Interests 

The venture had a Jobs impact either way the Ex-Im Bank’s dectsion fell Pratt estlma&d that 

the deal was worth 2500 Jobs mostly m the Hartford, Connecticut area. Boeing estimated a more , 
* 1 

dramatic Impact on the west coast, albert m the future, If Ilyushm became a global competitor. As a *’ 

result, each supportmg chapter of the IAH lobbred strongly for Its geographic side of the Issue ?\ (I 

(Interview F) 

Polmcal Interests 

In a sudden reversal, and a demarcation lme mto a new phase of the analysis, Mrckey Kantor at 

USTR turned strongly agamst the loan guarantee HIS reversal immediately followed White House 

discussions Government and private sources supportrve of the guarantee mdlcate that a pohtrcal interest 

emerged m the bureaucratic polmcal process (Maggs 1A and Intervrew F) 

Act II New and Altered Players and Interests 

In the second phase of the analysis, Mickey Kantor’s reversal srgmficantly altered the bargaining 

process Kantor now con&ted with Ron Brown at Commerce and mdlans m Kantor’s own backyard, 

and players moved to remforce then positrons Consequently, Kantor’s position deralled the Interagency 

process that USTR led earlier m the year (Interview G) Overnight, the high probabrhty of a favorable 

outcome for Pratt deflated, and after five months, the loan guarantee was stall m limbo 

Political Interests 

Some pro-guarantee sources state that Kantor’s reversal was polmcally driven by the White 

House Boemg’s polmcal muscle on the west coast is vital to the 1996 Presidential campaign, and 

California 1s a strategic ObJectWe As a result, Kantor recerved pressure unrelated to the mrssron of his 

orgamzatron namely responsrblhty for the Cabforma vote (IntervIe\+ F) 
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P 

With Kantor’s reversal, congressional players became more visrble as competttors m phase two 

Cahforma’s repubhcan-strong delegation was opposed ineffectrvely, though loudly, by Connecticut’s 

senators, both mmorrty party democrats. (Intervrew F) Connecttcut Representatrve Barbara Kennelly 

rarled at USTR’s reversal appealing both to Kantor and the Presrdent Her comments highlight the 

confusron that the Allison model predicts “We thought Pratt and UTC were domg exactly what the 

Presrdent wanted them to do” by helping the Russian economy, boosting vital Russran business, and - 
7 

provrdmg work for US aerospace compames. (Remez Al) 

Ex-Im Interests t n 

Reahzmg the failure of the interagency process, Ex-Im Bank asked for assistance from the h-EC 

Having its own organizational mterest m promotmg the global marketplace, NEC became the honest 

broker of the mteragency process. (Interviews D and E) 

Natronal Securrty Interests and Domestrc Economic Interests 

The NSC, Commerce, and State entered the new Interagency process wrth some sensmvrty ro 

USTR’s new positron As a government source mvolved m the process noted, “The Clmton 

Admmrstration places great value on colleglabty, which means we try not to oppose each other m public. 

but the delay means we still want the loan guarantee to go through for good reasons ” (Interview D) 

Labor 

Having been lobbied by both chapters for a national posmon on the issue, the IAM decided not 

to take a positron on the loan guarantee However, rt reaffirmed the right of the two chapters to have 

opposmg views on the issue (Intervrew F) 

A t11 .cs 1 cal I 

Kantor’s positron and Boemg’s apparent electoral muscle drove an unexpected wedge between 

collectfve collegiahty and mdlvldual player interests As a result, phase two lasted approximately six 

months with Me progress toward a pobcy outcome While pro-guarantee forces remamed strong, the 

h-EC worked to broker a wm-nm outcome (Interview D) 
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Phase three began around October 1995 as the NEC sorted the Interagency bargammg mto IWO 

possible outcomes both approvmg the loan guarantee but wrth dlffermg qualifications The one most 

favorable to Boeing’s interests called the guarantee a “one-time deal” unrelated to the Anbus policy, but 

rt would take advantage of the occasion to reaffirm the Au-bus pohcy m Boeing’s Interest The 

alternatrve quahficatron was more to Pratt’s hkmg. It would acknowledge that the guarantee is covered 

by the Anbus policy, but it IS “hrghly exceptronal” and would not set a precedent either way Thus ., 
9 \ 

language gave Pratt some hope of additional exceptions m the future to access the Russian marketplace ’ 

(Intervrew D and Private Sources) t\ n 

Natronal Securrtv Interests 

The prmclples of the NSC, State, and DOD were mcreasmgly diverted by forergn pohcy 

pressures such as Bosnia, but from a deputy level, Interests were strongly advocated In partrcular, State 

became mcreasmgly anxrous as Russran government authorltres and Ilyushm began to chafe at the year- 

long freeze Approachmg elections m Russia, the US troop deployment to Bosnia, and Russnur stab&y 

mtensrfred State’s interest m the loan guarantee Added to this was a general feeling of embarrassment 

’ after %e US government had popped champagne a year earlier wnh the Russians over then prototype IL- 

96M at Andrews An Force Base (Interview G and II) 

Labor and Domestic Economic Interests 

Labor interests remamed unchanged, while domestic economic interests were advocated from a 

deputy level m Commerce Sources indicate that Ron Brown’s lower profile was m deference to Mickey 

Kantor’s White House interests and for the sake of pubhc colleglalny (Interview7 D and F) 

Political Interesti 

As the NEC crept wnhm inches of brokermg an outcome through the interagency process, 

Boemg convulsed the process to obtam a better result Boeing introduced a wallopmg condition for 

accepting a “one-time deal” for Pratt They demanded that US-Russran trade negotlatlons obtam Russian 

Presldentral Decrees guaranteemg that no tariffs will be levied on any Boeing-built aircraft sold m 
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4 reaffirmed to assist Boemg’s global competmveness Followmg nearly 14 months of bargaining, 

Russra The size of tlus demand is substantial For example, such an agreement means that Russia 

would agree to conduct itself as rf a GATT participant whrle not receiving the advantages of GATT 

member&p (Interview F) 

Despite the scope of the demand, Vice President Gore agreed to negotiate the terms with the 
3 

Russian Prime Minister The negotiations are m progress as this analysis 1s being wrnten P&ate 

busmess sources believe that the Vice President’s particrpation 1s further evidence of the political , 
c, \ t 

leverage Boemg is effectively using to mfluence the Admimstration 

The Unfimshed Act III t* c 

At the wrrtmg of this paper, the Vice President IS negotratmg Boeing’s trade condmons with the 

Russian Prnne Minister However, the outcome of the game appears well defined regardless of the 

outcome of the negotratrons The ioan guarantee will be a one-trme deal, and the An-bus polrcy will be 

Boemg’s mterests appear to dominate the closing n&utes of the game In reahty, bureaucratrc polltics 

has dominated all the minutes of the game as predicted by Allison’s model. 

Observations 

Although Ex-Im Bank IS an independent agency and not a bargammg player, its decrsron to seek 

external policy gmdance subJected the Bank to the effects of bureaucratic politics As a result, its 

efficient internal decrsron process was obviated by deferring to the interagency process on matters 

clearly wnhm its own action channels In the end, the Ex-Im Bank will provide the loan guarantee, but it 

will not recerve pobcy to mcorporate mto standard operating procedures Instead, the bank has 

unmtentronally set the precedent that all slmllar ventures m the future (predrctably many) will require a 

srmilarly derived pohcy decree Addmonally, the long delay has tarnished Russian-US relations, a side- 

effect that works directly agamst the Bank’s charter and national securrty interests 

Although Boeing’s concerns are legltrmate m the context of its busmess interests, the extreme 

delay m resolving the issue has reached a pomt of negative return for Boemg Iromcally, as Eoemg 
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fights to reserve a future marketplace for itself, the vast Russian marketplace IS becommg biased agamst 

Boemg as it suffers the long pumshmg delay of the bureaucratic politrcal process In a similar manner, 

foreign pohcy and assocrated relationships have not profited from the process 

National security plannmg models, such as the Derbel framework, provide a ratronal and 

systematic architecture to assist m formulating strategy However, the preceding analysis suggests that 

frameworks cannot adequately model the dynamrc of bureaucratic polmcs It attenuates progress toward 
* 

national security obJectives. For example, strategists rationally plan to capture opportumtles like the 

Pratt-Russia venture, but executron of the plan IS much less rational, resultmg in unexpected results and tin 

unexpected delays 

Conclusion 

Using Alhson’s model as a framework for analysis, the Pratt-Russia case shows how national 

security interests were affected by competing mterests m and around the government bureaucracy 

Clearly, the process through which the Ex-Im Bank received pohcy to guide its decision was not 

monohthrc and rational As Allison’s model predicted, the pohcy \+as the result of compromise, 

coalrtlon, and competmon among players who acted according to then mdlvrdual and organizational 

mteres s i 

Just one strategic business venture has taken over a year to run the bargammg game of the publtc 

bureaucracy In the end, Pratt will sell its engmes, but the struggle and lost time has transformed the 

opportumty Several conclusions are offered First, skill m bureaucratic polmcs appears crucial to 

optlmrzmg the outcome for the sake of national securrty interests Secondly, opportunmes need to be 

plucked before they are ripe That is, the bargammg process consumes time, and time can transform the 

issue Just as the delayed loan guarantee soured Russran attitudes Finally, the interagency process IS 

crucial to reaching an outcome and squeezmg efficiency from the process Katlonal security players can 

look to the NEC m this case as an example of skill m the role of honest broker, consldermg they were 

called mto the drama m mid-play In total, the lessons of the Pratt-Russia venture suggest that beating 
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our swords mto plowshares may be an unexpectedly tough task for national security strategists m the 

post cold war era Ignormg bureaucratic pohtlcs wtll only aggravate the task 
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